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Pace Student
Vol., III

New York, March, 1918

No. 4

THE great majority of persons each a return in wages or salary which is a prior Advance
who live in the city must defi claim against what the organization earns. There ment in
nitely and specifically work out is gradually coming to the worker, in addition, a Business
their economic welfare in the participation in profits, as is evidenced by profitbusiness organization. Specifi sharing arrangements, by welfare work, by pen by Homer
cally they must qualify for or sion provisions, and by other organization plans S. Pace,
ganization employment, or, to that are being developed for the economic wel C.P.A.
be blunt, for an organization job. fare of business workers.
They must rise, if they rise at all, step by step,
We are brought as individuals, therefore, to a
within an organization; they must thrive, if they very definite matter—that we must bring to the
thrive at all, by reason of their organization re organization market a specialized capacity, and
turn; and they must enjoy
that we must sell it for the
best wage or salary obtain
cultural things, if they en
joy them at all, by reason of
LEADING ARTICLES
able. When our initial sale
their organization success.
of capacity is made, we shall
The organization field is
have but started our devel
Excess-Profits Tax
wide enough to afford work
opment. We must continue
Page 52
ing opportunity for any abil
to increase our capacity and
Part Payments in Full Settlement
ity or capacity. The man
we must remarket it from
Page 54
ual worker and the machine
time to time, either in the
operative, when needed, find
same organization or in
Working, Watching, Waiting
their opportunity easily. The
some other, for whatever
Page 56
person skilled in negotiating,
price the increased capacity
whether in purchasing goods
may justify.
Partnership Dissolution
or in selling them, can spe
We have to consider, first,
Page 58
cialize and find his work.
initial capacity. If we can
A Word from the Navy
The man with a capacity to
run a typewriter well, if we
Page 61
direct others is, of course, in
can operate an adding ma
his very element in organ
chine well, if we can file
Specific vs. General
ized effort. The organizer
papers well, if we can keep
Page 62
finds unlimited opportunity
books well, if we can operate
for his peculiar ability. Even
a switchboard well—in fact,
the man of scientific research in these days of if we can do any one of the specific things into
the utilization of waste very often finds his labo which organization work divides, we will be
ratory to be a corporation adjunct. The ac given an opportunity to market our special ca
countant, particularly, works in the organization, pacity. The vexatious period through which the
and the engineer and the lawyer, and even the high-school or college graduate passes during the
physician, bring in their own respective contribu first year or two of his business experience is due
tions of effort.
to the fact that he has nothing specific to mar
The organization draws upon every conceiva ket, and to the fact that the first year of general
ble kind of skill and ability. It seeks, by co employment is a very slow and unsatisfactory
ordinating the effort of all, to produce more for way for a fairly well-educated person to secure
each worker than would be obtained if it were a grip on specific duties.
necessary for him to distribute his efforts over
If we grant that the first step has been taken,
various functions and perform some work at least and that the individual is inside the organization,
for which he was not especially fitted.
he must take up as a prime matter the increase
These contributions of individuals produce for of his capacity to do organization work. The

Advance first thing is for him to do his regu
ment in lar work with intelligence, and to
Business use every opportunity to increase his

which is necessary for business
success. Coordination must be made
an essential part of every topic of
1918
a course of study, and the specific
problems applying to business, which are consid
ered as part of the course of study, must be
considered from the threefold point of view of
economics, accounting, and law at the same time.
With this coordinated knowledge in hand, the
individual inevitably discloses his increased
power to his associates. He discloses his knowl
edge in respect to the fundamentals of trade and
organization; in respect to the adjustment of
partnership affairs; in respect to incorporation;
in respect to profits, dividends, amortization,
trust funds, and a hundred other similar sub
jects—knowledge of this kind is an exceptional
possession, and the possessor of it soon stands
out head and shoulders above his associates.
No matter what organization is considered,
there will be found in it only a few men who
possess this broad knowledge of the fundamental
processes of business—and they draw large sal
aries. It is therefore knowledge of this kind that
enables the individual to advance; for a resource
fulness is developed, a perspective secured, and
a knowledge acquired which produce confidence
and managerial poise. The development of co
ordinated knowledge of this kind is exceedingly
slow in ordinary routine work; the individual is
of necessity confined during business hours to
the most minute details; and so it is to evening
courses of study that the student must look for
the opportunity to coordinate and classify the
details of his daily experience in terms of the
fundamental processes of business.
When it comes to the matter of considering
whether there is an opportunity for business ad
vancement and success in the present-day or
ganization, it is well to remember that there is
one type of man for whom there is a greater
demand to-day than ever before—the man who
possesses knowledge; knowledge of what the or
ganization is; knowledge of what the organiza
tion is striving to achieve, as a whole, and de
partment by department; knowledge of how the
organization is financed and operated; knowledge
of how the organization efficiency of management
may be increased.
The problem of the adjustment of the indi
vidual to his business tasks, therefore, is funda
mentally a matter of the development of indi
vidual capacity to meet the requirements of or
ganized business. This development is a matter
of education—education in the organization, and
supplementary education in the sciences of eco
nomics, accounting, and law.—Extract from an
article in the New York Sun.
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skill and his knowledge of the aims
(Continued) and methods of the concern by which he is em

ployed. The usual experience of the employed
man is that his position is very narrow, that his
duties are more or less strictly defined, and that
there is little or no opportunity for him to meet
the able men of the organization and to obtain
an idea of its work as a whole. In addition, there
is often immediately ahead an employee who has
been in the work for years and who has learned
all the specific routine needs; and he, therefore,
seems to block the avenue of development.
The organization employee at this juncture
often seeks another position, and in his new place
he often finds himself blocked in the same way,
and so it goes. Finally, he may become despon
dent and pessimistically conclude that “pull” op
erated by the other fellow in conjunction with the
modem organization makes it impossible for a
man to obtain a worth-while business success.
From my view-point the initial mistake comes
when the employee limits the development of his
capacity to the education which he obtains from
his routine work. The view from his grooved
position is so narrow that his work operates auto
matically to dwarf his vision, and to make him
a small man instead of a big man.
In order to combat successfully the organiza
tion environment, there are two things which
business education must develop in the employee:
First, increase of perspective and general capac
ity, by means of which the employee may avoid
the groove tendency and qualify for higher po
sitions, which include more of the organization’s
activities; and secondly, increase of specific tech
nical capacity, by means of which the employee
may do such specific things as keeping and ana
lyzing accounts, solving legal problems, and out
lining improved methods of management and
promotion.
The increase of perspective and general busi
ness capacity may be accomplished by teaching
in a coordinated way the sciences of economics,
accounting, and law. Every specific business
procedure is grounded on fundamental laws of
economics and organization, and untold business
transactions are affected and controlled by the
legal rules of action.
I have used the phrase, “in a coordinated way.”
While the subjects of economics, accounting, and
law may be taught separately, and while it is
possible to acquire some knowledge of them if
they are taught in an unrelated manner, knowl
edge thus obtained cannot fuse in the mind of
the student and become available knowledge
50

Biographical Snap Shots
Young Accountants Who Have Made Good
OE of the most successful of the
N
younger Accountancy firms in New
York is the firm of McWhorter,
Boyce, Hughes & Farrell. James F.
Hughes, C.P.A., is the Hughes of that
firm, and one of the main reasons why
it is a successful firm, for “Jim” (as old-time
friends call him) not only knows Accountancy
inside out, but also possesses a gracious personal
ity that makes and keeps friends.
Mr. Hughes, who is now thirty-nine years old,
calls himself the “Original Pace Student,” as in
deed he was and is. It was some fourteen years
ago that the Pace Accountancy Course was just
being thought out and evolved. Mr. Hughes, im
pressed with the sanity of the scope and the teach
ing methods of the proposed course, promptly set
himself down as the first student. He often says,
“I had no idea in those days that my example in
enrolling as a student would be followed by thou
sands of others.”
When Mr. Hughes had finished his public-school
education, he got a job as clerk and stenographer
with the Standard Oil Company, Jersey City
Branch. After seven months with the Standard
Oil, he entered the well-known law firm of McGee,
Bedle & Bedle, Jersey City, as clerk. He stayed
there nearly three years.
Feeling that his academic education had not been
complete enough for his needs, Mr. Hughes, now
eighteen years old, decided to reenter school. Ac
cordingly, he set out for Philips Exeter Academy,
Exeter, N. H., where he graduated four years later.
Mr. Hughes put himself through Exeter solely
by his own efforts. Being an expert stenographer,
he was able to secure a stenographic position at
the Supreme Court of New Hampshire. While
doing this work, he became intimately acquainted
with several of the judges who took a deep interest
in his education. He became even more intimately
acquainted with Miss Catherine Leighton, of Ex
eter—who for several years has been partner with
Mr. Hughes in his domestic affairs, as Mrs. James
F. Hughes.
After getting his diploma from Exeter, Mr.
Hughes became private secretary for J. H. Mc
Clement, C.P.A., of the New York banking firm
of George P. Butler & Brother, remaining nearly
six years. In the meantime, his interest in Ac
countancy had been increasing, and he eventually
decided to enter public practice on his own account.
Some time later, he formed a partnership with
James H. Farrell, C.P.A., also a Pace graduate,
the firm name becoming Hughes & Farrell. Later
still—four years ago, to be accurate—Messrs. Mc
Whorter and Boyce joined the firm, which be
came McWhorter, Boyce, Hughes & Farrell.
Mr. Hughes has been a member of the New
York State C.P.A. Society since 1911. He was
also a member of the American Association of
Public Accountants, which later became the Ameri
can Institute of Accountants. Mr. Hughes is a
member of the latter organization. He has given
several courses of lectures in Columbia University
on Accountancy subjects.
Mr. Hughes has always been self-reliant with
out being self-centered, and fully able to do his
own thinking. Otherwise, it is doubtful whether
he could have to his credit having put himself
through four years’ schooling and being the “Orig
inal Pace Student.”
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HE business career of Leroy L. Per
rine, C.P.A.—another Pace graduate—
tells more completely than words
could do the business value of per
sistent, definitely directed study, sup
ported by varied practical experience.
Mr. Perrine, who has just turned forty, was re
cently elected assistant treasurer of the Ameri
can International Corporation, after less than two
years’ service with that world-girdling concern;
and it does not take the vision of a seer to
prophesy that Mr. Perrine is headed straight for
further development and further responsibilities.
The “A. I. C.” has a knack of picking the right
men for its many big jobs, and of seeing to it that
they do not lack opportunity to prove their mettle.
Mr. Perrine was born in Wallkill, N. Y., in 1877.
He was graduated from the New Paltz Normal
School, in 1896. Then he spent four years at Cor
nell, graduating in 1900, with the degree of Ph.B.,
membership in the scholarship society of Phi Beta
Kappa, and high honors in mathematics. One
could scarcely make a better academic record than
Mr. Perrine attained.
Business was his goal. So in the hope of get
ting practical experience of an accounting and a
financial nature, he entered the employ of the
Federal Government as clerk in charge of records,
reports, etc. He was sent to the Philippines where
he remained four years. There he was in full
charge of General Wood’s and General Pershing’s
offices, and he soon enjoyed the personal friendship
of these distinguished military leaders.
The years from 1904 to 1906, inclusive, found
Mr. Perrine in the United States, still in Govern
ment employ. Part of this time he was on duty
at San Francisco, and part of the time at Gov
ernor’s Island, New York, doing the same kind of
work as he had done in the Philippines.
Wishing to gain a knowledge of Accountancy
from the professional view-point, Mr. Perrine, in
1907, joined the staff of Haskins & Sells, remain
ing with them for seven years. Then, from 1914
till 1916, he was with the Interstate Commerce
Commission in charge of all accounting work in
connection with telegraph and telephone properties
throughout the United States. In May, 1916, he
accepted a responsible accounting position with the
American International Corporation, advancing re
cently to the position of assistant treasurer.
Mr. Perrine’s time since graduation from college
has been very fully occupied, as is at once appar
ent, with the duties of his various business posi
tions. Yet he has found time to go ahead with his
studies. He was graduated from New York Uni
versity, in 1908, with the degree of B.C.S. In 1910,
he was graduated from the Pace Course in Ac
countancy and Business Administration. In June,
1910, after passing an unusually creditable exami
nation, he was granted the degree of C.P.A.
Mr. Perrine has been a lecturer in New York
University on the Accountancy of Investment, and
has revised and amplified the standard work on
that subject by Colonel Charles E. Sprague, C.P.A.
Mr. Perrine, like so many other forward-looking
business executives, feels that there will be won
derful opportunities after the war for men and
women who have mastered Accountancy and Busi
ness Administration, and—to quote his own words
—“the time to get ready for these opportunities
is now.”

Law
Depart
ment
John T.
Kennedy,
LL. B.
ExcessProfits

Tax

amount on a monthly basis. For
PROBABLY the most
perplexing tax which
ace tudent example, the capital is $6,000 at the
beginning of the year, January 1st.
has been levied by the
March, 1918
Federal Government
On August 31st, the capital is in
is the Excess-Profits Tax. There creased by contributions, $3,000. To find invested
is, first, the Act itself; second, the capital, multiply $6,000 by eight for the first eight
regulations which interpret the Act; months, and $9,000 by four for the last four
and third, the return which con months. Add the result of the first multiplication
tains many instructions. As to all of these, there —$48,000—to the result of the second—$36,000—
is constant reference back and forth. For in which gives a total of $84,000. This amount di
stance, it may be necessary to refer to several vided by twelve (the number of months in a
paragraphs in the regulations, and then to other year) gives $7,000 as the average invested capital.
acts, in order to find the rules governing one In case the capital had been reduced instead of
specific item. Under these circumstances it is increased on September 1st, say reduced to
desired to present an explanation which may be $3,000—multiply $6,000 by eight, giving $48,000
helpful in making out the return.
for the first eight months, $3,000 by four, giving
Since the computation is very simple in cases $12,000 for the last four months, and divide the
where there is no invested capital, and in the case sum of these amounts—$60,000—by twelve, which
of a sole proprietor, these will not be discussed. will give $5,000 as the average invested capital.
Attention will be given only to those portions of
As before stated, this invested capital must be
the Act and regulations which concern corpora obtained for the three years 1911, 1912, and 1913,
tions or partnerships having an invested capital. to find the amount of the deduction from income
For the most part, computing the tax consists for the taxable year. Likewise, it must be found
of finding the percentage which income bears to for the taxable year, in order to compute the tax.
invested capital. This must be found for the
The next step is to find the income for the three
taxable year, because the graded rates of taxa years of the prewar period, and, likewise, the
tion are based upon various percentages of in income for the taxable year.
come to invested capital. It must also be found
In finding the income for the years 1911, 1912,
for the three years 1911, 1912, and 1913, because and 1913, add to the net income, as reported on
the deductions from income for the taxable year the income-tax return, the amount of the Federal
are based, in part, upon the percentage of income income tax paid during each year. For the year
to invested capital in those years. After the tax 1913 only, the amount of dividends received on
able income and the invested capital have been stock held in other corporations may be deducted
found for the taxable year, and after the deduc from the total found. Federal income tax paid
tions have been determined, it is then necessary during each year (to be added) refers to tax
to compute the tax in accordance with the graded paid each year on previous year’s income, which
rates. I shall now take up these steps in detail. was deducted in determining current year’s
The first thing is to find the invested capital. income.
I shall eliminate certain adjustments of an ex
To find the net income for the taxable year,
traordinary character at this time and discuss the take the net income reported on the income-tax
simpler cases. The adjustments will be dis return and deduct the amount of dividends re
cussed later.
ceived from stock held in other corporations.
In the ordinary case, invested capital is found Under the income tax, as amended, certain in
by adding capital stock to surplus, as at the be terest on United States obligations issued after
ginning of each year for which it is to be found. September 24, 1917, cannot be deducted from
In the case of a partnership, it would be the total income for excess-profits taxes. Only to the ex
of the capital accounts of the partners at the be tent of interest on a principal of $5,000 or less
ginning of each year. In case there have been can this interest be deducted. All of the interest
no additions or deductions from invested capital, on these obligations, however, may be deducted
by reason of capital contributions or withdrawals on the income-tax return of corporations. Hence,
from capital (not withdrawals from income), the amount of this interest, which was not in
then the amount at the beginning of each year cluded in the income-tax return, is added to the
may be taken as the invested capital for that net income for the taxable year, except that on
period.
a principal of $5,000 or less.
If, however, there have been additions to cap
Income-tax returns are not required for a part
ital by contributions, or if the capital itself, as nership. Hence, the amount which would be re
distinguished from withdrawals of income, has turned, in case returns were required, is used as
been reduced, it is necessary to average the the basis of computation. Reasonable salaries of
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Thirty-five per cent. of $5,000 $ 1,750
Law De partners, together with interest paid
partment partners for loans by those partners
ace tudent Forty-five per cent. of $8,000. 3,600
Sixty per cent. of $42,000... 25,200
(Continued) to the partnership, may be deducted.
March, 1918
Invested capital having been found
Total Tax ................................................$32,800
for the several years, and income having been
found, the next step is to determine the deduc
In some cases the deductions may exceed the
tions to be made from income for last year be percentages of invested capital. In these cases
fore computing the tax.
the amounts found by taking the several per
The first deduction is based upon the percent centages of invested capital are put down; when
age which prewar income bears to prewar in the total of these amounts reaches a point where
vested capital. To find this prewar percentage, it exceeds the deduction, then the computation is
add invested capital for the three years, add the commenced as to the rate prescribed at that point.
income for the three years, and compute the per This is best understood by an illustration, again
centage which the sum of the income bears to taken from the regulations:
the sum of invested capital. If this percentage
“An individual or partnership has a capital of
is seven per cent., or less, then seven per cent. $40,000, prewar earnings of 9 per cent., and a net
of the invested capital for the taxable year may income for the taxable year of $12,000.
be deducted from the income for that year. If
“The deduction allowed will be 9 per cent. of
the percentage found is nine per cent., or more, the capital, or $3,600, plus $6,000 specific deduc
then nine per cent. may be deducted. If between tion, a total of $9,600.
seven per cent. and nine per cent., the exact per
“The amount of the net income in each bracket
cent. may be deducted. In the case of a corpora will be as follows:
tion, $3,000 additional may be deducted; and in Fifteen per cent. of the capital
$6,000
the case of a partnership, $6,000 additional may In excess of 15 per cent. of the capital and
be deducted.
not in excess of 20 per cent. thereof.... 2,000
There is now left to work with in the compu In excess of 20 per cent. of the capital and
tation of the tax the invested capital of the tax
not in excess of 25 per cent. thereof.... 2,000
able year, and the taxable income, less deduc In excess of 25 per cent. of the capital and
tions. The tax is computed on percentages of
not in excess of 33 per cent. thereof.... 2,000
invested capital, each percentage having a dif
“It is evident that the total deduction of $9,600
ferent rate of taxation.
is greater than 15 per cent. of the capital, and so
At this point, I quote an illustration of the is not fully absorbed by the amount of net in
computation as given in the regulations:
come not in excess of 15 per cent. of the capital.
“(1) A corporation has a capital of $100,000, In such case, applying article 17, the total de
prewar earnings of 7 per cent., and a net income duction of $9,600 will be distributed as follows:
Six thousand dollars in the first bracket, leaving
for the taxable year of $75,000.
nothing to be taxed at the 20 per cent. rate.
“The deduction allowed will be 7 per cent. of
the capital, or $7,000, plus $3,000 specific deduc Two thousand dollars in the second bracket,
leaving nothing to be taxed at the 25 per cent.
tion, a total of $10,000.
rate.
“The amount of the net income taxable at each
One thousand six hundred dollars, the balance of
rate will be as follows:
the deduction, to be allowed against the $2,000
In excess of the deduction and not in ex
of income in the third bracket.
cess of 15 per cent. of the capital (rate,
“There would then be $400 of income left in
20 per cent.) ..........................................$ 5,000
the third bracket to be taxed at the 35 per cent.
In excess of 15 per cent. of the capital
rate, and $2,000 in the fourth bracket to be taxed
and not in excess of 20 per cent. thereof
(rate 25 per cent.) ................................
5,000 at the 45 per cent. rate. Hence, the total excessprofits tax in this case would be $1,040."
In excess of 20 per cent. of the capital and
For the purpose of simplifying this explana
not in excess of 25 per cent thereof
(rate 35 per cent.)................................
5,000 tion, I have refrained from considering any pos
sible adjustment which may have to be made of
In excess of 25 per cent. of the capital and
invested capital. These adjustments flow out of
not in excess of 33 per cent. thereof
(rate 45 per cent.)................................
8,000 cases in which asset values have been over
valued for the purpose of stock inflation, cases
In excess of 33 per cent. of the capital
(rate, 60 per cent.)................................ 42,000 where values have been undervalued by reason of
“The tax would then be computed as follows: conservative management and other causes.
Consideration of these adjustments may be
Twenty per cent. of $5,000.......................$ 1,000
Twenty-five per cent. of $5,000............
1,250 divided into those concerning stock issues, and
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[Forward to page 60

Question
and
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Depart
ment

A

Q

A

of the final bill. The two credits
IN STUDYING the
Law of Contracts, I
ace tudent should balance and close the cash
ier’s account. If a Journal entry is
noted that if a cred
March, 1918
passed covering the entire transac
itor accepted a part
of the debt, in full settlement, he tion, the cash received is carried to the Cashcould sue for the remainder, be Book from Journal entry, and, of course, is not
cause his promise of full settle posted to the Ledger from the Journal.
ment did not have adequate consideration. I am informed that it is never safe to
NOT long ago I saw a Cash-Book the col Q
accept a partial payment in full settlement.
umns of which were arranged on both sides
Please inform me as to the law on this point.
as follows: Cash, Discount, Accounts, Details,
It is true that cases hold that acceptance of and then distribution columns. Will you please
a “part payment” in “full settlement” does not advise me if this arrangement is proper?
prevent the creditor from suing for the balance.
This arrangement is proper, although not in A
In your studies you ignored the qualifying the customary form. The reason for the ar
phrases: First, there must be no dispute as to rangement given is probably to group the col
the amount involved; second, the new agreement umns which represent entries on the same side
must not have been made under circumstances of Ledger accounts. For example, the columns
constituting a release. If there is a dispute as “Cash” and “Discount” on the debit side of the
to the amount of the debt, then it is inadvisable Cash-Book represent debit items, and the dis
to accept a part payment in full settlement. For tribution columns, credit items; inversely, the
example, it has been held if a concern disputes columns “Cash” and “Discount” on the credit
a debt, forwards a check for the amount which side represent credit items, and the distribution
it contends is owing, endorses on this check the columns, debit items. In most instances it is
words “Receipt acknowledged in full settlement found more convenient, from the standpoint of
of bill dated -------- ,” that endorsement and de working with the book, to have all the amount
posit by the receiving party bars remedy as to columns together, instead of separating them in
the remainder which he claims is due. In busi the manner described.
ness practice, you should never accept a payment
on a disputed debt as a full settlement.
ILL you inform me as to whether it is Q
W
the practice to accrue income tax?
GERMAN came to this country with his What I have particularly in mind is the accrual,
wife and two minor children. Subsequently, from month to month, in cases where profit and
the man was naturalized, one child then having
loss is determined on a monthly basis.
Up to the present time the accruing of income A
come of age. Since that time the man died.
Will you kindly inform me as to the nationality tax in the manner suggested by your inquiry
has been the exception rather than the rule; in
of the wife and each child?
When the husband was naturalized, his wife, a few instances it has been done. Furthermore,
by operation of law, became an American citi it is the intention of several practicing account
zen. This is also true as to the child who was ants to recommend that accruals be made during
a minor at that time. The child who had reached the coming year. From a theoretical standpoint,
his majority was not made a citizen by virtue of it is desirable to accrue the tax so far as
the naturalization of his father. In order to be possible.
come an American citizen, it would be necessary
for this child to be naturalized, which is impos
HE corporation with which I am employed Q
sible so long as this country is at war with
bought some machinery and buildings from
another corporation which is closing down. The
Germany.
machinery and buildings are located about ten
AM familiar with the Journal entries upon miles from our land, and we are tearing down the
closing out a petty-cash fund. What puzzles buildings, moving the lumber, machinery, etc., to
me is how these are entered in the ordinary colour land, where we will erect the building and
umnar Cash-Book. Would you kindly inform install the machinery. Are these costs of moving
to be included in the costs of the building and
me?
Enter the net cash received from the petty the machinery?
The costs that you name may be included be A
cashier by a debit in the Cash-Book, crediting
the account of the cashier. Pass a Journal entry cause they are part of the costs of acquiring the
debiting the proper expense accounts, and cred property in question and making it available for
iting the account of the cashier for the amount use by the corporation.
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Question
and
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(Continued)

Q

A

Q

A

Q

Kindly advise me as to how you
INDLY define for me the
would
treat this in the Statement of
“make-up” of a Statement of
ace tudent
Trading.
Resource and Disposition, as I am
March, 1918
It is not unusual to treat this in the
unable to find this described in the
text-books to which I have immediate access. ordinary manner in a trading account for a whole
The term “Statement of Resource and Dispo sale trading establishment—that is, by deducting
sition” is a rare one in accounting terminology. it from the sum of purchases and opening inven
It is probably another name for the term “State tory to find the cost of goods sold. This results in
ment of Resources and their Application.” This the cost of the goods sold containing two elements
term, which is a fairly common one among rail —that is, the cost of the goods sold and the loss in
road statisticians and accountants, is used to de inventory values. Should it be desired to show
scribe a comparative balance sheet which shows the exact cost of goods sold, then the closing in
increases and decreases of specific items of as ventory may be deducted at cost, and the amount
sets and liabilities that occur between the dates of the shrinkage added to the cost of the goods
for which the comparison is made. This state sold thus found in order to get the amount
ment is often elaborated to include the detail of to be deducted from sales for the purpose of as
a large public-service corporation. The state certaining gross profits.
In case of a manufacturing establishment,
ment usually takes into account the net income
for the year, or other period under review, and having a cost system and a perpetual inventory,
therefore the statement explains the use of the there may be credited a reserve for shrinkage
assets derived as profits, as well as any that are in inventory. This would be much simpler than
derived from capital contributions. In this way, attempting to adjust the values of the goods in
“application” of the profits is shown.
the stores’ records. In the Trading Statement
the treatment would be that just given. On the
INDLY advise me as to what accounts, in Balance Sheet the inventories may be stated at
a manufacturing establishment, the follow cost, reserve deducted, and the balance brought
ing items might be carried in: a barrel of grease
;
out.
water buckets; brushes; flashlights.
If the grease does not become a component
HE following four questions are given to
part of the product manufactured it may be
gether, since they refer to the same subject
charged to the account “Factory Supplies.” This
and to each other.
account would be charged against Profit and Loss
in closing. The water buckets, brushes, and
If I carry a speculative account with a broker
flashlights, if purchased in fairly constant quan on margin, must I make annual returns of net
tities each year, may be charged off as an ex profits or wait until I close the account?
pense as a part of the supplies of the factory.
Returns must be made annually, and the
If not purchased in fairly constant quantities, and profits or losses shown as to each investment.
if used year after year, they may be carried into
the Factory Equipment Account, only the wast
If I carry five hundred shares of New York
age of each year being charged against Profits. Central and five hundred shares of Pennsylvania,
and sell three hundred shares of each at a profit
S THE cash-surrender value of a policy of in during 1917, must I account for this profit or
surance held by a bankrupt, his wife being wait until the whole is sold?
the beneficiary, subject to the claims of his Profit must be accounted for on each sale
creditors?
and shown on annual return.
No. The Bankruptcy Act provides that only
when the surrender value is payable to the bank
Does each kind rest upon its own merits?
rupt, to his estate, or to his personal representa
Losses on the sale of stock are deductible only
tives, is it subject to the claims of his creditors. to the extent that they may offset profits on
There has been some question in cases where the similar transactions.
bankrupt reserves the right to change the benefi
ciary. Cases are conflicting, the more recent
Are brokers required to make returns to the
cases holding that the trustee has no right to the collector of taxes of profits made by each of
value under these circumstances.
their customers?
The collector may ask 'a broker to make his
UPPOSE the inventory at the end of the return of profits as to each customer. This need
year is taken in at a figure less than cost— not be done, however, unless specifically re
that is, at market value, which is lower than cost.
quested.
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Working,
Watching,
Waiting

YOUNGman whose
A
gressive executives and officials of
the
present day toward their young
business career I
ace tudent
associates that hope to win promo
have closely
March, 1918
tion because they deserve it. Are
watched during the
past three years has just left my you “just naturally prejudicing” your executive
office. He came in to tell me superiors toward you because you are developing
that he had been appointed the yourself by means of study?
head of his department, and that
his predecessor had been asked to resign. My
RE you negative or affirmative? These two Be
young friend was naturally elated over his early
words tell a lot about a man, as to his view Affirmative
success—he is only twenty-five; his eyes spar
point toward life, his capacity for achievement,
kled; his words were crisply uttered—a habit of his way of getting happiness out of his work and
many men who know they are arriving; his step from association with his fellows. The negative
was springy and confident.
chap is the one who doesn’t do things, who
I can’t help thinking of the last time my young doesn’t like this or that person, who won’t pursue
friend called—about six months ago. He was a certain course because it doesn’t appeal to his
down-hearted and depressed. He had a lot to judgment. His negative view-point is likely to
say about “not getting a square deal.” He said become so overdeveloped as to becloud his power
of positive affirmation; and
that he was doing all the re
sponsible work of his depart
the result is that he seldom
ment, while his “boss” was
advances to a high estate in
THE PACE STUDENT
the opinion of other people.
getting the credit and the
salary for it. “What would
The affirmative man, per
A Magazine of Service
you advise me to do?” he
contra, is the one who sees
Interpreting
the Purpose, Spirit, and Needs
asked. “Keep on working—
things to do and does them,
of Modern Business
a little harder still if any
who picks out persons worth
thing,” I said; “don’t talk,
knowing and makes them
Published Monthly
but watch and wait.” He
his friends, who has vi
took my advice.
sions of accomplishment and
Subscription Price $1.00
makes them realities, who
The application of this in
keeps his eyes open to the
cident is plain enough. Luck
a Year, Payable in Advance
existence of the decent and
and “pull” may help an
the
inspiring phases of life.
incompetent person to “get
PACE & PACE, Publishers
This affirmative attitude to
by” for a while—not perma
30 Church Street
ward life and its personal
nently. Just as water sooner
New York
problems brings happiness
or later finds its level, just
and real satisfaction.
so the man who demon
Copyright, 1918, by Pace & Pace
Be affirmative, not nega
strates that he can carry, and
tive. Take the “do,” not the
is carrying, the business load
will eventually come into his own in responsi “don’t” view-point toward your work. Count for
bility and in salary. And so, young man, even something in the accomplishment of positive re
if your “boss” is leaning heavily on you now, sults. Forget to be negative, except in so far
let him lean still more heavily. Then watch as it helps you to be affirmative. This is the
counsel of experience, the counsel of common
and wait.
sense.
“WHEN I see one of my young men
studying, I’m just naturally preju "HE’S come through the seasoning period The
with flying colors; so we’ve promoted Seasoning
diced in his favor. I know I’m not going to
be able to hold him back even if I want to.” him.” This is what the treasurer of a prosper Period
These are the exact words which the able young ous corporation gave as the reason for the ad
president of a thriving manufacturing company vancement of a certain young man from a clerical
uttered a few days ago during a luncheon inter position to one involving considerable managerial
view I had with him. They are words that carry responsibility. There’s food for reflection in this
their own message to every young chap that can casual remark of the treasurer’s, for it reflects the
see farther ahead than the length of his nose. view-point of modern organizations toward the
They are words that need no adornment, no com promotion of its employees. Study is necessary,
ment, no learned interpretation. Moreover, they indispensable, even, to make ready for advance
are words that reflect the view-point of all pro ment. But, before you can cash in the results
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he managed. All came for one-wayof your study, you must pass
through the seasoning period—the
ace tudent or-the-other decisions upon matters
—mostly details, so far as I could
period that tests your initiative,
March, 1918
gather—that were somewhat out
your loyalty, your potential capacity
to assume and discharge executive duties. The side the regular routine of procedure. They got
reason why you have not been recently advanced their decisions courteously but positively, and
may be that you are still in the seasoning period. back they trudged to their daily tasks, there to
remain at automatic work till another picayune
N ODD kind of business letter has just come question requiring a decision should bob up.
After the sixth automaton had come and gone,
to my desk. I say “odd” because, though
the department manager—he was a young fellow,
fairly brief, it is so friendly in tone. It is in reply
to a letter of mine to a firm that stands high. In not much over thirty, I should say—turned to me
a sense it is a sales letter, yet there is nothing with a quizzical smile and said: “I know what
of the dotted-line suggestiveness in it. Its friend you are thinking, and I don’t blame you. I feel
liness of tone is what strikes me so favorably— the same way myself. Isn’t it astonishing how
dignified friendliness, but friendliness none the few people there are who do not take interest
less. There are no overworked, hackneyed ex enough in their work to learn how to make deci
pressions in it—no “same’s,” and “esteemed fa sions for themselves? Every one of those six
vor’s,” and “would be pleased’s.” It is just the people that came trailing in here to see me
sort of letter I should imagine one decent man should have known what to do on his or her own
would feel like writing to another. I’m going to responsibility. There was nothing of a vital na
read it over again, and I shall probably do busi ture to be passed upon—no question of policy to
ness with that firm. The point is clear, of course. be threshed out, no exceptional ruling to be made.
A little common sense, a little initiative, a little
ELL the truth, or say nothing—a moss-cov reflection upon the general policy and the usual
ered truism, of course, but one that needs procedures of our concern should have enabled
them
all to arrive at the right decisions without
constant reiteration. If you habitually exag

gerate, your associates and your superiors soon consulting me. The trouble is that the average
come to discount what you say, and lose confi employee is too mentally lazy to think for him
dence in you. Presently, you pass from the ranks self. He finds it easier to let somebody else sup
of those who exaggerate to the questionable es ply him with gray matter. Then folks wonder
tate of those who lie. There’s some difference why they don’t get raised oftener. It beats me!”
I fear, if my observation counts for anything,
between exaggerating and lying, but not much
after a while. Let your declarations, your asser that what he said is true. Take note, young men
tions, even your casual remarks leave no doubt and women, of the point of this incident—an in
as to your ability and your disposition to see and cident typical of Business. Cultivate the deci
sion-making frame of mind. Don’t vacillate or
to describe things as they are. Tell the truth.
wobble or waver in making decisions that apply
UBLIC accountants have been called upon to your private life. Use more “yes’s” and “no’s,”
this year more than ever before to install more “will’s” and “won’t’s,” more “do’s” and
“don’t’s,” than you have been using. Then you
new systems. The necessity of increasing the
production and of eliminating waste has keyed will be surprised at the number of things you can
the business world up to the need for knowing decide for yourself in the work that you do—an
more about what is happening in individual es other way of saying that you will unconsciously
tablishments. After all, this is the main objective be clearing the road to advancement.
of a system—to bring to light many facts that
would otherwise be hidden. The diagnosis of a
NE beneficial result of the war will be the Saving
business is necessary before corrective measures
promotion of thrift. The Liberty-Bond
can be applied. It is because such action is now
issues will encourage many people to save, who
necessary that the conservative business man have never saved before. Probably of greater
looks upon a complete accounting system as a importance, from the standpoint of the future,
real help to him in the conduct of his business. is the impetus to saving which will result from
the issue of the War-Savings Certificates. These
IX people (four men and two women), one by certificates will be used by those who most need
one, came into the private office of a certain the cultivation of thrift. Young people will find
department head of a certain concern during them
a
a splendid means of saving. Every parent
ten-minute interview I had with him last week. should encourage the children to save by the use
They were all employees of the department that of these certificates.
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nership questions, the weight of
ANY inquiries have
been received by
ace tudent opinion seems to be that realization
profits or losses are to be borne in
The Pace Student
March, 1918
the same proportion as operating
concerning a part
nership proposition given in the profits or losses.
In the solution of the proposition, it will be
June, 1917, C.P.A. examinations,
Ebner O.
noted that the salaries distributed to the partners
of
New
York.
Although
some
Stevens,
of the principles involved in this are in the same proportion as the profits are to
C.P.A.
proposition were discussed in connection with my be divided. For this reason the net capital at the
solution, in The Pace Student, of a similar propo end of the period is precisely the same as if sala
sition given in the examination of the American ries had not been taken into consideration.
The method of ascertaining the amount to be
Institute of Accountants, these inquiries have
been so numerous as to warrant a discussion of distributed in each distribution should be noted.
This consists in charging each partner with the
the New York examination question.
The main factors involved in the proposition amount of loss he would sustain if the remaining
are the distribution of operating profits or losses assets prove worthless. Should this charge result
between partners, the distribution of realization in a debit balance to any of the partners, then an
profits or losses, and the final distribution of re additional charge is made of the respective
amounts or losses which the other partners would
maining assets in instalments.
bear, should the deficiency of the third partner
The proposition reads:
“Three partners contribute capital as follows: be uncollectable. The credit balance then found
X, $90,000; Y, $45,000; Z, $15,000. They share as to each partner is the amount to be distributed
profits in the proportion of X, 50 per cent.; Y, to each.
This proposition pointedly illustrates the ne
30 per cent.; Z, twenty per cent. X’s salary is
$5,000, Y’s salary is $3,000, Z’s salary is $2,000. cessity for law training on the part of the ac
At the end of their fiscal period, Z dies. The countant. Without a knowledge of the law
books are closed and the new assets ascertained respecting partnership profits and partnership
to be $152,500. X and Y liquidate the firm’s af losses, it would be impossible to solve the propo
fairs and distribute the surplus assets quarterly sition. This is true of any legal form of organi
zation, particularly the corporation. Since the
as follows:
law prescribes the rules which govern the prop
First quarter ........................................ $42,410.20 erty rights of individuals and of organizations,
Second quarter .................................... 74,622.30 resulting from their intercourse or relations with
Third quarter ............... ................. 31,967.50 others, it is apparent that the accountant with
out legal knowledge is seriously handicapped.
$149,000.00
The Statement follows on the opposite page.

Partner
ship
Dissolu
tion

P

S

“Prepare a statement of the partners’ accounts,
showing how the distribution of assets should be
made, together with the apportionment of the
loss. Give your authorities.”
In the absence of an agreement to the contrary,
partnership profits are divided equally, regard
less of the respective amounts of the capital con
tributed by the partners. In case the distribu
tion of losses, as between partners, is not pro
vided for in the agreement, then losses are borne
in the same proportion as profits are shared. In
this case the distribution of profits is in the pro
portion of 50 per cent. to X; 30 per cent. to Y, and
20 per cent. to Z. Nothing being said about
losses, they are to be shared in the same propor
tion as profits are shared.
Another question which arises is the distribu
tion of liquidation profits or losses as distin
guished from operating profits or losses. Al
though there is some conflict in the decisions on
this point, just as there is conflict on many part58
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NEW YORK C.P.A. EXAMINATION
Practical Accounting—Part II

Partner
ship
Dissolu
tion

Wednesday, June 27, 1917, 9 A.M. to 12.15 P.M., only

Contributed Capital.......................... ..........................................$150,000.00
Salaries ............................................. . ......................................... 10,000.00

X
Capital
50%
$ 90,000.00
5,000.00

Y
Capital
30%
$45,000.00
3,000.00

Z
Capital (Continued)
20%
$15,000.00
2,000.00

$160,000.00
7,500.00
Distribution of Charge to P. & L. .........................................

$ 95,000.00
3,750.00

$48,000.00
2,250.00

$17,000.00
1,500.00

Net Assets at End of Period......... ......................................... $152,500.00

$ 91,250.00

$45,750.00

$15,500.00

If salaries are not taken into consideration for the
purpose of showing the desired solution we get the same
result.
Contributed Capital.................................................................. .$150,000,00
Increase in Net Assets............................................................. . 2,500.00

$ 90,000.00
1,250.00

$45,000.00
750.00

$15,000.00
500.00

Net Assets at End of Period................................................. .$152,500.00
Distribution—First Quarter..................................................... . 42,410.20

$ 91,250.00
32,131.37

$45,750.00
10,278.83

$15,500.00

Distribution—Second Quarter................................................. .

$110,089.80
74,622.30

$ 59,118.63
41,384.88

$35,471.17
24,830.92

$15,500.00
8,406.50

Distribution—Third Quarter................................................... .

$ 35,467.50
31,967.50

$ 17,733.75
15,983.75

$10,640.25
9,590.25

$ 7,093.50
6,393.50

Distribution of Loss on Realization...................................... .$ 3,500.00

$ 1,750.00

$ 1,050.00

$

$ 55,044.90

$33,026.94

$22,017.96

Therefore Z’s estate should receive nothing, and the
excess over Z’s estate capital should be distributed as
a charge against X ⅝ and Y ⅜ or......................................

4,073.73

2,444.23

6,517.96

Leave Balance of Capital Accounts......................................

$ 59,118.63

$35,471.17

$15,500.00

$ 17,733.75

$10,640.25

$ 7,093.50

Total
Capital

700.00

FIRST QUARTER

If the remaining assets proved worthless the loss would
be distributed...................................................................... .$110,089.80

SECOND QUARTER

Again, if remaining assets are worthless.............................. .$ 35,467.50
THIRD QUARTER

Distribution of Assets X

Y 3/10, Z’s Estate 2/10............$ 31,967.50
½,

Leaving Loss Chargeable X ½, Y 3/10, Z’s Estate 2/10..$ 3,500.00

59

$ 15,983.75

$ 9,590.25

$ 6,393.50

1,750.00

$ 1,050.00

$

$

700.00

Excess- those involving general adjustments.
Profits In connection with the stock issues,
Tax it is desirable to consider stock

issued for good-will, trade-marks,
trade-brands, and franchises; stock
{Continued) issued for patents and copyrights;
stock issued for other assets than
these; stock issued for mixed prop
erty—that is, patents and also real
estate, or good-will and real estate;
and, lastly, a subsequent gift of stock
issued to the corporation.
Regarding good-will, trade-marks,
trade-brands, and franchises, the
valuation must be adjusted accord
ingly as they were acquired—before
or after March 3, 1917. If acquired
prior to March 3, 1917, there must be
deducted from the invested capital,
as shown by the books, the excess
of the value at which they are shown
over 20 per cent. of the par value of
the stock or shares outstanding,
March 3, 1917, or the excess over the
actual value of the asset at the date
acquired, or the excess over the par
value issued in payment, whichever
is lowest. If acquired on or after
March 3, 1917, this property can be
included only if actual cash or prop
erty was paid therefor, and at an
amount not to exceed the value paid.
If the stock is issued for patents
and copyrights, then there must be
deducted either the excess over the
actual cash value at the time of pay
ment, or the excess over the par
value of the stock issued therefor,
whichever is lower.
As to property other than pat
ents and trade-marks, or good-will,
etc., received for stock, the valuation
depends upon whether acquired prior
to January 1, 1914, or after that date.
If acquired before January 1, 1914,
then this property should be valued
at the cash value on that date (Jan
uary 1, 1914), or the par value of the
stock issued therefor, whichever is
lower. This permits, in certain
cases, an addition instead of a de
duction from book capital. For ex
ample, the cash value of the asset
was $50,000 on the date the stock
was issued, and $75,000 worth of
stock were issued for the asset. The
asset increased in value to $100,000
on January 1st. In this case, the
asset may be valued at $75,000. As
suming that it was still carried on
the books at the value for which the
stock was issued—that is, $100,000—
there would be a deduction of $25,000. But if the asset had been writ
ten down to $50,000, then there
would be an addition of $25,000 to
invested capital.
If property other than patents,
good-will, etc., was acquired for
stock issued after January 1, 1914,
it must be valued at its actual cash
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value at the time of payment.
Should stock issued for mixed
property, consisting of the several
kinds of property mentioned, be car
ried in one amount, then evidence of
the respective valuations must be
submitted to the Commission of In
ternal Revenue, and computation
made accordingly.
In case there has been a gift of
stock issued back to the corporation,
then the amount of the stock re
ceived by gift must be deducted from
the stock issued. Should the stock
have been resold, the proceeds may
be included in invested capital.
The above represents the adjust
ments by reason of stock issues. In
addition to these, there are adjust
ments of a general character which
may be made.
The following additions to in
vested capital may be made:
(a) Amounts charged off beyond
normal depreciation, including de
preciation not allowed on income-tax
returns, but retained in book rec
ords.
(b) Excess of value received, but
not recorded, over value of stock is
sued.
(c) The amount of indebtedness,
the interest on which is not deduct
ible from income on income-tax re
turns. For example, indebtedness
incurred in the purchase of United
States Government bonds, in cases
where income on such bonds is not
deductible. A recent holding is to
the effect that interest on such in
debtedness can not be deducted un
der the income tax. But the amount
of the indebtedness may be added to
invested capital for purposes of the
excess-profits tax.
The following deductions must be
made:
(a) Depreciation not already al
lowed in accounts.
(b) Appreciation, if not of an in
come character, such as appreciation
by reappraisal of assets.
(c) If there has been a reorgani
zation after March 3, 1917, 50 per
cent. or more of the control remain
ing in the same persons, deduct any
excess of value at which assets are
carried over the value at which they
were carried before reorganization,
unless, in the reorganization, cash or
tangible property was paid for such
asset, in which case the asset may
be valued not to exceed value paid.
(d) Deduct value of securities
representing obligations of a state,
or any political subdivision, the in
60

terest on which is not subject to the
income tax.
The difficulties in connection with
the tax are largely due to a multi
plicity of detail. If the person mak
ing the return will follow each of
the steps here given, in the order
given, no difficulty should be en
countered in making out the return.

HE first step taken by an ac
countant in constructing ac
counting records is to ascer
tain the financial facts which the
management needs for effective bus
iness control. This is the funda
mental purpose of an accounting
system; an adequate accounting sys
tem is fundamental to this purpose.
Many facts of use in business
management are contained in a new
work entitled “Business Statistics,”
edited by Melvin T. Copeland, Ph.D.
(Harvard University Press, Cam
bridge, $3.75). Business statistics
are divided into two main classes—
external statistics, or those repre
senting general commercial and
market conditions, and internal sta
tistics, or those involving private
Operations of the individual business
establishment.
Exception must be taken to the
definition given of business statis
tics. This definition reads: “Busi
ness statistics, it may be stated, are
numerical statements of facts, ex
clusive of financial accounts, which
are used in business administration.”
As a general definition, it is subject
to the criticism that financial ac
counts are certainly business statis
tics. Possibly the term “business
statistics” may be more inclusive
than financial accounts or financial
statements. But by far the most
important and the main business
statistics in any organization are
those taken from financial records.
It is not surprising, therefore, that
the major part of the work is on inter
nal statistics, and that the major part
of the discussion of internal statis
tics is directly concerned with state
ments obtained from accounts.
Among matters of interest to the
accountant are the various classifica
tions suggested for sales, stores’ rec
ords, checking losses in the store
room, perpetual inventory, produc
tion charts, manufacturing expense,
collection of data to compute costs,
methods of cost finding in cottonmills, and the relation between pro
duction and costs.
It is not practicable to summarize
all of the contents of this 700-page
volume. The book is well-worth
reading, and is filled with vital sug
gestive helps for the business execu
tive and the practicing accountant.

T

Busi
ness
Statis
tics

A Word
from
the
Navy

ILLIAM B. BRITTON, a
former Pace student, now
serving on board the U.S.S.
Tonopah, has been promoted to the
warrant rating of pay clerk.
Mr. Britton is interested in having
students and graduates of the Pace
Courses who are about to enter Mili
tary Service obtain ratings commen
surate with their civil training, if
possible. They would thus give the
country the benefit of their special
ability and would secure for them
selves the advantages arising from
the higher ratings. His letter to
The Pace Student follows:
“The Pace Student reaches me on
the U.S.S. Tonopah with as much
regularity as maritime postal service
will permit. In the months since
April of last year it has indeed been
a more than welcome arrival. Until
recently it was my only medium of
contact with the Pace Organization,
and likewise with Pace spirit and ag
gressiveness.
“As a result of the arrival of The
Pace Student I am troubled. The
particular source of discomfort lies
in the announcement of entry into
the Naval Service of several Ac
countancy students, who, I judge,
have not been accorded ratings in
the Service commensurate with their
professional capabilities. It appears
that they have entered the Military
Service in ordinary ratings where
they will not have the opportunity
to give the country the advantage of
their professional training.
They
will not receive the credit due them
as professional men, if they are to
fill and hold down ordinary positions
which require only routine and un
professional work. Obviously, in
such positions, these men can not
reflect the credit that properly be
longs to them, to the schools, and
to the student body.
“Since the outbreak of the war,
the writer—being a Fleet Reserve
and former service man—has served
in the capacity of chief yeoman.
There has been ample opportunity
to note the organization of the vari
ous classes of Reserves, and the di
visions of the Naval Service which
seem to have most attracted those
men serving only for the duration of
the war. I write, therefore, hoping
to help those who will yet enter the
Military Service to secure appoint
ments similar to and commensurate
with their civil training.
“The accounting and clerical forces
in the Navy comprise a special
branch—a staff corps—of which the
non-commissioned ratings in their
ascendency are yeoman, third class;
yeoman, second class; yeoman, first
class; and chief yeoman. The next

W
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step is that of warrant rank (pay
clerk), and those that come there
after are the various grades of pay
masters, who are of course commis
sioned officers. It might well be
noted that chief yeoman is the high
est rate for “non-coms.” in this
branch and that warrant rank is the
lowest grade for officers.
“As a gauge for ascertaining the
rank to which an applicant might
reasonably be entitled, let me say
that the requirements for the rating
of yeoman, third class, would be a
demonstration of an ordinary school
education with the ability to prop
erly navigate a typewriter. A knowl
edge of shorthand with the other
accomplishments would pass a can
didate for the rating of yeoman,
second class.
“From this, then, it certainly may
be gathered that those persons who
have more than ordinary school edu
cation, and especially those with ac
counting ability and experience, are
entitled to more than ordinary rat
ings. In my judgment they are
qualified candidates for the rating of
chief yeoman, warrant rank, and, in
the cases of experienced account
ants, the rank of assistant paymas
ters, and after acquiring the requisite
knowledge of Service routine, would
fill creditably such positions. Al
though without considerable knowl
edge of Army organization, I am of
the opinion that conditions prevail
there very similar to those outlined
for the Navy. Unless that branch of
the service has been far more for
tunate in securing accounting ma
terial than has the Navy, there will
be thousands of positions open in
the Quartermaster General’s De
partment that men of accounting
ability may fill with credit to them
selves and with the patriotic feel
ing that they are giving the Govern
ment the benefit of their special pro
fessional experience and capabilities.
Needless to say, the Government
now bestows commissions on men
of this ability. If Pace men will se
cure these positions, Pace schools
and the student body will have a
representation in the Military Ser
vices that more properly belongs to
them than does that representation
now prevailing.
“I send my sincerest greetings to
the Pace Organization and the
schools, and my hearty felicitations
to those who, I hope, may reach
their proper niche in the Country’s
Service.”
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RTHUR WILLIAMS, presi
dent of the Edison Company,
of New York, active in the
“Safety First” movement, and
famed as a great electrical engineer,
is an executive of advanced views,
especially in reference to the hu
manitarian side of business.
In an interview appearing in a
recent Sunday edition of the New
York World, Mr. Williams is quoted
as saying:
“Discharging employees is one of
the most expensive luxuries that an
employer can indulge in.
“A man’s job should be considered
sacred, and he should not be deprived
of it without due process of reason.
“The ‘labor turnover’ in many
American industries is an amazing
waste. It is but a phase of the great
human problems in industry, which
American employers have blindly
neglected. No one’s mind can work
at maximum efficiency in an atmos
phere of insecurity; no one can be at
his best when his job is uncertain.
“It is doubtful if it is often advis
able to discharge even incompetent
men, for an incompetent man on one
job is quite likely to be competent in
another.
Transferring employees
from department to department, un
til in some place they finally ‘take
hold,’ is a more economical system.
“Unemployment unfits men for
work. Uncertainty and insecurity
have the same tendency.
The
American employer, if he hopes to
compete successfully with the Euro
pean employer after this war, can
not afford to have any considerable
body of American workers subjected
to these discouragements.”
The foregoing are only a few of
the illuminating sentences in which
the article abounds. Mr. Williams’s
views are significant as showing the
enlightened attitude of progressive,
economic thinkers toward the hu
man factor in modem industry.

A

W. F. WARD, JR., Pace Institute,
has been commissioned a captain in
the Quartermaster Corps, U. S. Re
serve, having passed the required ex
amination about six months ago. He
is stationed at Columbus Barracks,
where he is chief finance officer in
charge of all funds and disburse
ments. He spent ten years with the
New York National Guard, enter
ing as a private, and then succes
sively becoming a sergeant and a
second lieutenant. Captain Ward is
well qualified for his present duties,
having been auditor for the Van
Cleve Advertising Company, and
later a member of the staff of the
Accountancy firm of Gunn, Richards
& Company.

Human
ity in
Busi
ness

English
Depart
ment

C ST of us are
O
more interested in
the specific than
in the general.
For example, the
description of a
Horatio
particular house
N. Drury,
enlists our atten
B.A.
tion more readily
than does the de
scription of a certain type of house
Specific or houses in general. It is the same
vs. with a course of study. To remind
us of the benefits of study in gen
General
eral will do very little toward se
curing our enrolment; but speak in
detail of a specific course, particu
larizing in reference to subjects
covered, hours of study, tuition
rates, and dollars-and-cents results
we may expect from completing the
course, and our interest is likely to
be at once aroused.
This principle of preferring the
specific to the general obtains in all
kind of writing—business writing as
well as literary writing. It applies
to description, to narration, to ex
position, to argumentation, to per
suasion. It applies to the editorial,
to the news article, to the novel, to
the business report, to the sales let
ter, to the descriptive booklet, to the
advertisement—in fact, to every kind
of writing that aims to win a read
ing because of its human interest and
appeal.
There are two important cautions
which, if observed, help to take writ
ing out of the general class and put
it into the specific class. One cau
tion has to do with the content—let
it, so far as possible, be specific and
particular. The other caution has
to do with the manner of expression
—let the words and phrases often
suggest definite pictures. It follows
that a person, in order to write with
real effectiveness, must both ac
quire a large stock of personal ex
periences and observations to call
upon for illustrative purposes, and
develop his vocabulary in number
and quality of pictorial words and
phrases.
The following paragraphs illus
strate the human-interest value of
preferring the specific to the gen
eral, in both subject-matter and
manner of treatment:
“When we came to the Court,
there was the Lord Chancellor sit
ting in great state and gravity, on
the bench, with the mace and seals
on a red table below him, and an im
mense flat nosegay, like a little gar-1
den, which scented the whole Court.
Below the table, again, was a long
row of solicitors, with bundles of
papers on the matting at their feet
and then there were the gentlemen
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of the bar in wigs and gowns—some
awake and some asleep, and one
talking and no one paying much at
tention to what he said. The Lord
Chancellor leaned back in his very
easy chair, with his elbow on the cush
ioned arm, and his forehead resting
on his hand; some of those who
were present dozed; some read the
newspapers; some walked about, or
whispered in groups: all seemed per
fectly at their ease, by no means in
a hurry, very unconcerned, and ex
tremely comfortable.”—Dickens.
“A little fleet was launched on
Lake Erie in 1813, and its officers
and men were anxious to rival the
glory of the American ships at sea.
In the battle of Lake Erie, fought
this year, Commodore Perry hung
up for his signal, ‘Don’t give up the
ship!’ the dying words of Lawrence.
When his flagship was riddled and
disabled by the enemy, he got into
a small boat and was rowed to an
other vessel, standing upright while
the enemy was raining shot about
him. Reaching the ship Niagara, he
sailed down on the British line and
broke it, and at length compelled the
whole fleet to surrender. At the
close of the battle, Perry wrote to
General Harrison, ‘We have met the
enemy, and they are ours.’ ”—
Eggleston.
“Let no one think that natural his
tory is a pursuit fitted only for ef
feminate or pedantic men. The
qualifications required for a perfect
naturalist are as many and as lofty
as were required for the perfect
knight-errant of the Middle Ages.
For our perfect naturalist should be
strong in body; able to haul a
dredge, climb a rack, turn a boulder,
walk all day; ready to face sun and
rain, wind and frost, and to eat or
drink thankfully anything, however
coarse or meager; he should know
how to swim for his life, to pull on
oar, sail a boat, and ride the first
horse which comes to hand; and,
finally, he should be a thoroughly
good shot and skilful fisherman; and,
if he go far abroad, be able on oc
casion to fight for his life.”—
Kingsley.
“Alas! for poor Dick Steele! For
nobody else, of course. There is no
man or woman in our time who
makes fine projects and gives them
up from idleness or want of means.
When Duty call upon us, we no
doubt are always at home and will
ing to pay that grim tax-gatherer.
When we are stricken with remorse
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and promise reform, we keep our
promise, and are never angry or idle
or extravagant any more. There are
no chambers in our hearts, destined
for family friends and affections, and
now occupied by some Sin’s emis
sary and bailiff in possession. There
are no little sins, shabby peccadil
loes, unfortunate remembrances or
disappointed holders of our prom
ises to reform, hovering at our steps
or knocking at our door! Of course
not, we are living in the nineteenth
century; and poor Dick Steele
stumbled and got up again, and got
into jail and out again, and sinned
and repented and loved and suffered,
and lived and died, scores of years
ago. Peace be with him! Let us
think gently of one who was so gen
tle ; let us speak kindly of one whose
own breast exuberated with human
kindness.”—Thackeray.
The foregoing paragraphs illus
trate. the importance of keeping the
specific in mind in all kinds of writ
ing, for it is the specific that, after
all, precedes the general in the
formulation of our impressions, be
liefs, and convictions.

"MEN

who pay whole-hearted
attention to business, who
train themselves, who de
velop every power to the full, are
favored by the ill-training of the
average man.” Darwin P. Kingsley,
president of the New York Life
Insurance Company, expressed this
opinion in an interview published in
a recent issue of The American
Magazine, under the caption, “The
Kind of Men Who Are Worth $5,000
a Year.”
“Despite our boasted institutions
of learning,” continued Mr. Kings
ley, “most men are not only halfeducated, but have no clear purpose
in life, or little real ambition, and
are not honest in the highest mean
ing of the word. The only wonder
is that well-trained, honest, ambi
tious men do not forge to the front
more rapidly.”
Mr. Kingsley realizes the latent
creative force possessed by nearly
everybody when he states that “al
most every man has undreamed-of
possibilities. If something hits him
in the right spot, if his ambitions
and energies are unloosed, he will
quickly discover these possibilities.
Otherwise, he may pass through life
in an easy rut, never tapping the
great reserves within him.”
It is a known fact that there is no
royal road to success; but the quali
fications of a $5,000-a-year man, ac
cording to Mr. Kingsley, are punch,
faithfulness, capacity for work, and
inclination for it. “The $5,000-a-year

$5,000
a Year
Men

man,” states Mr. Kingsley, “is al
ways on the job. He is too busy to
watch the clock. He is likely to be
quicker at his work than the man at
March, 1918
the next desk, and he is always look
ing for more things to do. In a the state university. He then lived
roomful of clerks, the man who is in Colorado for a few years, where
always hallooing for heavier tasks he got control of a small newspa
doesn’t have to ask for promotions.” per, and made various adventures
That the interest taken in the work into politics. When about thirty
is a large factor in achieving success years of age, Mr. Kingsley returned
was aptly stated by Mr. Kingsley: to New England and began at the
“It seems to be a business law that bottom in the Boston office of the
the greater a man’s capacity for re life-insurance company which he now
sponsibility, the greater his inclina heads.
tion for work. The man getting
$50,000 a year finds the summer va WALTER DUPKA, chief account
cation a positive bore. As soon as ant of the Lackawanna Steel Com
he is rested and on his feet again, pany, has joined the teaching staff
he begins to pine for his desk.”
of the Buffalo School of Account
Aggression is also necessary to ancy and Business Administration.
the successful man. Mr. Kingsley
states this fact in other words: “The WALTER L. CANFIELD, Newark
men who emerge from the morass of School of Accountancy, who was
mediocrity are those who find their formerly employed by W. H. Can
work a continual challenge to bigger field, has accepted a position with
performance.”
the Western Union Telegraph Com
In dwelling upon the importance pany.
of confidence in the ability to do
things, Mr. Kingsley states: “The JOHN L. DUFFY, Pace Institute,
moment when a man awakens to a who was formerly in the employ of
knowledge of what he really can do the Northam Warren Corporation,
is the most interesting period in his has accepted a position as book
whole life. Frequently, a teacher in keeper for the Raritan Chemical
a school or a professor in a college Works.
will bring the big vision within see
ing distance. Again, a young mart EMIL T. WEILER, New York In
may find himself only after he has stitute of Accountancy, has severed
been pitched into the current of life his connection with the New York
—to sink or swim for himself.”
Edison Company to enter the field
The value of courage is summed of Accountancy on the staff of Hurd
up in these words: “Courage is the man & Cranstoun.
most valuable of all virtues—cour
age to dare beyond the daily routine
TUART H. PATTERSON,
of one’s job, courage to take a
C.P.A., was appointed, on De
chance when the chance shows up
cember 3, 1917, controller of
ahead.”
the Guaranty Trust Company, of
In speaking of health, Mr. Kings New York.
ley states: “Good health is a first
A short biographical sketch of Mr.
essential. The man who overtaxes Patterson is contained in The Guar
his powers of endurance and puts anty News, December, 1917. Mr.
himself out of business is just as Patterson started out in business as
much an economic loss to the coun an office boy, at three dollars a
try as the man who fails to make week. Later he became cashier and
use of all his talents. One must head of the office. From 1890 to
throw one’s self head-foremost into 1894, Mr. Patterson was in the West
one’s work, yet always bear in mind During this period he learned the
one’s physical limitations.” In this practical side of the electrical busi
connection, it is Mr. Kingsley’s ness, was for a time Chief Deputy
opinion that some time should be United States Marshal for the North
spared for healthy outdoor recrea ern District of Texas, and was also
tion, or the cultivation of a hobby assistant manager of a cattle ranch
quite apart from the line of the day’s in Northern New Mexico.
duties.
In January, 1894, Mr. Patterson re
The career of Darwin P. Kingsley, turned to New York and joined his
now president of the largest life in father in the accounting business. In
surance company in the world, is an 1896, he became a certified public ac
inspiring one. The article referred countant. In 1906, he withdrew from
to above states that, after spending the accounting firm of Patterson,
his boyhood on a Vermont farm, Mr. Teele & Dennis, and was in the bond
Kingsley worked his way through business from that time until 1910.
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Since 1910, he has been connected
with trust companies, his connection
with the Guaranty Trust Company
dating from 1911. This connection
was in an advisory capacity, and
since 1914 Mr. Patterson has been
vice-president and treasurer of the
American Water Works and Electric
Company.
Mr. Patterson aided Secretary of
the Treasury MacVeagh, during the
last two years of President Taft’s
administration, to institute reforms
in the Treasury Department. He
has also assisted the Treasury De
partment in solving a number of the
difficult problems arising in the ad
ministration of the Income-Tax Law.
All in all Mr. Patterson’s life-work
affords an example of splendid ser
vice, which justly merits the com
manding position he now holds in
the world of finance.
PAUL L. APPLEMAN, Pace Insti
tute, has recently entered the prac
tice of Accountancy on the staff of
Mackey, Irons & Company.
M. V. SHIELDS, Pace
severed his connection
Mooney & Shipman to
of Price, Waterhouse

Institute, has
with Blandy,
join the staff
& Company.

JAMES V. CARROLL, Pace Insti
tute, has recently resigned his posi
tion with the Lehigh Valley R. R. to
accept the post of assistant office
manager for Valentine & Company.
C. E. NEFF, graduate of the Pace
courses, Detroit Technical Institute,
has formed a partnership, under the
name of C. E. Neff & Company, to
practice accountancy, with offices in
the Majestic Building, Detroit,
Michigan.

C.

A. MacKENZIE, C.P.A., has
been appointed treasurer and
secretary of the American
Foreign Banking Corporation. This
success of Mr. MacKenzie is a
striking example of the recognition
which modern business is according
the certified public accountant. Mr.
MacKenzie is a certified public ac
countant of the state of New York
and of the state of Oregon. He is in
partnership with his father, W. H.
MacKenzie, also a certified public
accountant, of Portland, Oregon.
Mr. MacKenzie graduated from
Princeton University in 1906. His
experience in Accountancy was ob
tained with Haskins & Sells. While
in preparatory school, he was a prize
winner in mathematics.
Mr. MacKenzie is a young man
whose success should be an inspira
tion to other young men.

Per
sonal
Notes

Per
sonal
Notes

GEORGE A. RAMLOSE, Pace In
stitute, has joined the United States
Naval Reserve, and is attached to
the supply office, 2nd Naval District,
Naval War College, Newport, R. I.
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GEORGE N. KAPFER, Pace In
stitute, has recently joined the staff
of Park, Potter & Co., certified pub
lic accountants.

MISS EDITH E. WEISS, Pace
Institute, has recently severed her
connection with Stoapock & Garbat
to take charge of the bookkeeping
department for Henri Bendel, Inc.

JAMES W. LONGSTAFF, JR.,
Pace Institute, has severed his con
nection with The Public Service Gas
Company to join the staff of W. F.
Weiss & Company, certified public
accountants.

EDWARD C. MENDLER, New
York Institute of Accountancy, has
left the employ of the R. Wurlitzer
Company to join the staff of Alex
ander Aderer & Company, certified
public accountants.

HARRY P. VICTOR, New York
Institute of Accountancy, has sev
ered his connection with the Sprague
Electric Works to accept an Ac
countancy position with the Colum
bia Graphophone Company.

RAYMOND B. SMITH, New York
Institute of Accountancy, has sev
ered his connection with the New
Netherland Bank to accept a posi
tion in the accounting department of
Tiffany & Company.

MISS EVELYN MADISON, Pace
Institute, has accepted a position in
the accounting department of the
Tabulating Machine Company. Miss
Madison was formerly employed by
William Wood & Company.

MISS REGINA C. DWYER, Pace
Institute, who was formerly em
ployed by the Investment Securities
Co., has accepted a position on the
bookkeeping staff of the Pennsyl
vania Textile Company.

J. A. MARVIN, Pace Institute, Ex
tension Division, was a successful
candidate at the recent Virginia
C.P.A. examinations, held during the
week of November 5th.

MRS. EUGENIE C. BRICKER,
Pace Institute, has accepted a posi
tion in the accounting department of
the Seamen’s Church Institute.
CHARLES HARDIE, Buffalo
School of Accountancy, is in France
doing accounting work for the
Young Men’s Christian Association.

HAROLD E. DIETRICH, Pace In
stitute, has recently accepted a posi
tion as bookkeeper for Joseph F.
Comstedt. Mr. Dietrich was for
merly employed by the D. & W.
Construction Company.
WILLIAM H. PANKOW, of
Drake’s Business School, Paterson,
Paterson, N. J. (Pace Standardized
Courses), has recently resigned his
position with Johnson, Cowdin &
Company to accept a position as
bookkeeper for the Worden Chem
ical Works, New York City.

Are you securing a high mental rating?
Are you winning favorable notice from
your employers as a man or a woman who can see
ahead and plan ahead, systematize detail, install effective
procedures, and achieve results? Are you making your
Business future sure as an accountant or as a developing
executive?
Pace graduates win high mental rating. Many have become valued members of
the professional staffs of leading Accountancy firms. Others have become practic
ing accountants with profitable clienteles of their own. Still others have achieved notable success as
auditors, treasurers, credit managers, controllers, and general executives.
The Pace Courses are available either in Resident Schools or by Extension through the mails. Many
successful accountants and business executives have secured their training through the Extension Course.
Send for a descriptive Bulletin and for a complimentary copy of “Your Market Value,” a 36-page
booklet which tells how many men and women have developed a high mental rating.
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